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SEPTEMBER 1952 


First Steps in C. 5. A. 
10. WAGES. coma 


Section V. Labour, the human factor of production. 


In Section III we noted that human labour is a factor of pro- 
duction. That is to say, in the words of Pope Leo XIII, “‘ Capital 
cannot do without Labour, nor Labour without Capital,” in the 
production of goods and services. But whereas, Capital is some- 
thing different and quite separate from its owner, human labour is 
bound up with its owner, and cannot be separated from him. The 
human energy, strength and intellectual labour which a man puts 
into his work is something of his own personality and a part of 
his being. This is why, Pope Leo XIII tells us that labour is 
personal. More than this, the Holy Father goes on to say, that 
Labour is also necessary. This is so, because in God’s plan it is only 
by working, and by working hard, can man develop his moral, 
physical and spiritual powers. Again, for the vast majority of 
people Labour is a necessary means to preserve life; for by working, 
most people, earn wages which they use to satisfy their want of 
food, clothing, shelter and other necessities. 


Unfortunately, in several countries, today, this human aspect 
of Labour is quite forgotten or neglected: This leads to insufficient 
or low wages, bad conditions of work and a disregard of the rights 
of the working classes. The encyclical Rerum Novarum treats, in 
detail, of the many wrongs our workers suffer when people, and 
especially, employers disregard the human aspect of Labour. This 
is why Pope Pius XI, insists, in his encyclical, The Social Order, or 
Quadragesimo Anno, that the personal needs of the workers must 
be the first element to be considered when we try to fix just wages. 
(see, Section IV). 
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Section VI. The Consumers’ Choice 


The goods and services which the consumer chooses to buy, 
or spend his income upon, is an important factor in production. 
Obviously, if people choose to wear a special kind of hat, then our 
hatters will gather Capital and Labour to make and sell this special 
type of headwear, and so on with other things people may decide 
and choose to buy. Generally speaking, in a country in which there 
prevails a simple or primitive type of economy, that is, a country 
in which consumers limit their choice to the consumption of food, 
clothing and shelter, the resources of the country in raw materials 
and in the skill of its Labour will be wholly devoted to the pro- 
duction of these goods only. But with the growing needs of the 
people, and when, besides food, clothing and shelter, they require 
education, transport, health services and many other goods and 
services, then the economy of the country becomes varied and 
complicated. In this case, the natural resources of the country has 
to be divided between these different goods and services which 
help to raise the Standard of Living. Now, since no single country 
is able to produce at home, all it needs to satisfy the wants of its 
people, there must be some means whereby other countries supply 
these wants. 


Section VII. International Trade and the rate of exchange. 


In Section III we learnt that Trade or Exchange of goods, 
makes it possible for people in one country to obtain goods 
produced in another country. In the early days of human society, 
“barter” was the method used to exchange one type of goods for 
that of another type, eg. so many pounds of Indian tea for a 
certain number of Sheffield penknives. Later, or as some would 
say, with the advance of civilisation, money came to be used as 
a medium of exchange. The value of goods was reckoned in money, 
e.g. 5 lbs. of Indian tea = Rs. 15 = 2 Sheffield made penknives. 
The use of money as a medium of exchange within a country is 
easily understood ; but a complication arises when there is question 
of trade between foreign countries which use their own type of 
money, such as, India’s rupees; America’s dollars; England’s 
pound and so on. In the example given above, the Indian mer- 
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chants exporting tea to England want Indian money to pay their 
costs in India, and the British manufacturer wants English money to 
pay for his costs in England. How do they obtain the kind of money 
or currency they need? Once international trade opens between 
countries, each country builds up “money claims” in the other coun- 
try or countries. Thus, our Indian merchant by selling tea to Eng- 
land builds up “claims to sterling” in certain types of banks in 
England, and so also, the British manufacturer who sells Sheffield 
penknives in India buids up “claims to rupees” in banks in India. 
Now, therefore, the British companies who wish to pay in rupees, for 
tea or other imported goods, need only go one of these special banks 
in England and buy Rupees. In the same way Indian merchants, who 
wish to pay for goods imported into India from England, need only 
go to these special banks in India and buy Sterling to pay for 
these goods. At any given time, and in all countries with foreign 
trade, there is a constant demand for the currency of different 
countreis ; and of course, if one country, say, India has exported 
more to Britain, than Britain has exported to India, then there 
will be a greater demand for Rupees than for Sterling, and the 
exchange-rate will move in favour of India.‘ In general, the ex- 
change-rate, is the figure at which the currency of one country 
exchanges for that of another. This figure is fixed, to a large ex- 
tent by the relative price-levels (in terms of the money of any 
two countries) of the things in which they trade. 


Social worker should note two important points which arise 
from all this :— 


i. The Economic Interdependence of the countries of the world. 
This follows from the simple truth that no country is completely self- 
sufficient. The easy flow of trade between countries is essential 
to the material welfare of the whole family of States, because it 
is the means whereby the wealth of the world is shared out among 
all countries, and this, in turn, helps to raise the Standard of Living 
in all countries. Pope Pius XI, in his encyclical, The Social Order, 
advocates the promotion of “happy international co-operation in 
economic matters by prudent pacts and institutions since econo- 
mically they (the countries of the whole world) are largely de- 
pendent one upon the other and need one another’s help” (para, 
98). 
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ii. The Social Utility of efficient production. The benefits of 
efficient production, today, do not remain with the boundaries of 
the producting country alone. Trade helps to carry these benefits 
to other countries where the material well being of many people 
may be increased. Both capital and Labour do a great service to 
the peoples of the great human family when they combine to raise 
the productive efficiency of any country. 


READING: Rerum Novarum: para: 34, On the living wage, 
and the nature of human Labour. 


Economic & Political Life of Man: p. 163-168, on 
Foreign Exchange. 
EXERCISES & FIELD WORK. 


1. What does Pope Leo XIII mean when he says :— 


(a) Capital cannot do without Labour nor Labour without 
Capital ? 


(b) Human Labour is both personal and necessary ? 


2. Why do people Trade ? 


_ 8. How do exports pay for imports ? 
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